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Executive Summary

Email:simon.woodsford@ons.gsi.gov.uk

1.

This review covers i) producer and trade prices
which comprise two surveys of output prices to
the domestic and export markets and two
surveys covering prices paid for imported
commodities and imported capital goods and ii)
the service producer price indices (SPPI) survey

2.

The Producer Prices Index (PPI) is a statutory
survey with a sample of approximately 6,750
price quotations monthly from around 4,000
manufacturers, 2,500 price quotations from
1,700 manufacturing exporters and 3,000 price
quotations from 2,500 importers. The PPI and
trade surveys collect data on prices of
manufactured, imported and exported products.
The SPPIs are primarily a suite of individual
price indices that provide information on price
change for a limited range of service industries.
Each SPPI captures quarterly changes in the
price received for services provided by UK
businesses to other UK businesses and
Government. These individual price indices are
also aggregated together to create a 'service
industry' SPPI with limited coverage. Survey
questionnaires are despatched to around 1,500
respondents for the provision of approximately
4,500 detailed price quotes. The PPI, trade and
SPPI data are available free of charge on the
ONS website.

3.

These surveys are used by the ONS for
deflating current price values in the National
Accounts. They are also used by the Treasury
and Bank of England for monitoring the general
level of inflation in the economy and form an
essential part of the monetary policy making
process. Industrial users use price data for
4

formulating cost adjustment contracts,
evaluating movements in input costs and
comparing their own business’s performance
with national averages. The provision of the PPI
and EPI monthly price data is required by
Eurostat under the Short Term Statistics (STS)
Regulation, the IPI is only a requirement for
members of the euro-zone. The provision of
SPPI quarterly price data is also required under
the STS Regulation, but despite supplying the
majority of data required, the UK still need to
expand coverage of the SPPI to be fully
compliant.
4.

Customers who use the PPI, trade and SPPI
data were consulted as part of the review. HM
Treasury, the Bank of England, Defence
Analytical Services (DASA) and the Department
for Business, Enterprise and Regulatory Reform
(BERR) use the PPI data to inform a wide area
of policy. There was a general wish to expand
the collection of SPPIs and to improve them so
they qualify as a National Statistic.

5.

A sample of around 1,100 survey respondents
were sent a questionnaire that asked how long it
took them to complete the PPI and trade
questionnaires each month and the grade of the
person who usually completes the
questionnaire. The questionnaire and analysis of
results can be found in Annex D.

6.

The full economic cost of the PPI and trade
inquiries was estimated to be £1,757 thousand
In the financial year 2008/09. The SPPI was
estimated to cost £958 thousand in 2008/09.
The Office for National Statistics is currently in
the process of adopting a new method for
calculating the administrative costs to business,
in line with other European countries. Following
the introduction of this methodology,
respondents’ costs will be calculated and
published as an addendum to this review

7.

The recommendations of this review are that:
•

The ONS continue to run and publish the
producer and trade price surveys indices
(paragraph 7.2)
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•

The ONS should continue to expand the
coverage of the SPPIs to meet Treasury,
Bank of England, and National Accounts
needs as well as the requirement of the
EU Short Term Statistics Regulation
(paragraph 7.3)

•

The ONS should, subject to a
re-engineered computer system being
available, produce a chain linked PPI
(paragraph 7.4).

•

The ONS should reclassify the PPIs and
SPPIs onto the 2007 Standard Industrial
Classification (SIC 07) for publication in
June 2010. Once this exercise is
completed, ONS should investigate the
appropriate level of detail for calculation
and publication of indexes, perhaps
stopping the publication of some (or all)
6-digit indexes and calculating and
publishing at a more aggregate level
(paragraph 7.5).

•

At the same time, trade prices should
also be reclassified from the Standard
International Trade Classification and
Harmonised System onto SIC 2007
(paragraph 7.6).

•

The ONS should improve the sample
design for export and import price indices
(paragraph 7.7)

•

The ONS takes the opportunity of the
new Prices Division to develop a coordinated approach to development for
the PPI, Consumer Price Index (CPI) and
SPPI.

•

The ONS should assess the feasibility of
introducing batch take-on for price data
and Telephone Data Entry (TDE) for
trade prices and if appropriate introduce
these methods of data collection
(paragraph 7.8).
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•

The ONS should improve the coverage of
the 2010 quinquennial service turnover
survey, with the long-term aim of
developing an equivalent annual inquiry
(paragraph 7.9)

•

In the longer term, the SPPIs should
convert to a monthly frequency. The
feasibility of seasonally adjusting the
SPPI, and developing standard errors for
the SPPI, should be investigated
(paragraph 7.10). ONS should support
the proposed conversion of SPPIs from
business to business to business to all
(paragraph 7.11)
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KEY FACTS
Date survey commenced

1903 PPI
1995 SPPI

Statutory or voluntary

Statutory

Frequency

Monthly PPI
Quarterly SPPI

Main information collected

Price quotes of goods manufactured in
the UK and sold to the home market
(PPI), goods manufactured in the UK
and then exported from the UK and
goods imported to the UK for home use
(Trade prices). The SPPIs are primarily
a suite of individual price indices that
provide information on price change for
a limited range of service industries.
Each SPPI captures quarterly changes
in the price received for services
provided by UK businesses to other UK
businesses and Government. These
individual price indices are also
aggregated together to create a 'service
industry' SPPI with limited coverage.

Respondents

Businesses that manufacture in the UK
for the home market (PPI) Businesses
that manufacture in the UK for the
export market; businesses that import to
the UK for the home market. (Trade
prices)
Businesses in the corporate services
sector (SPPI)

PPI Sample

4000 respondents providing 6750 price
quotes.
Products of the European Community
(PRODCOM) sample, which samples
from the Inter Departmental Business
Register (IDBR)
Stratified random sample

- Size
- Frame

- Method
Export Sample

- Size

1700 respondents providing 2500 price
quotes.
8

Import Sample

SPPI Sample

- Frame

HM Customs & Revenue Trade Data

- Method

Cut off sample

- Size
- Frame

2500 respondents providing 3000 price
quotes.
HM Customs & Revenue Trade Data

- Method

Cut off sample

- Size

1500 respondents providing 4500 price
quotes.
Respondents to quinquennial turnover
surveys Other sources (such as trade
association lists)
Cut off sample

- Frame

- Method
Use of results

- Primary

Used for deflation of the UK National
Accounts, including Balance of
Payments, Index of Production and
Index of Services

- Secondary Used by the Bank of England, HM
Treasury and City institutions as a
measure of overall manufacturing
inflation and the Department for
Business, Enterprise and Regulatory
Reform (BERR ), Department for
Environment, Food and Rural Affairs
(DEFRA) and industrial economists for
monitoring price pressures on subsectors of UK industry
- Other
users

Commercial customers including the
MOD and its suppliers who use the PPI
for contractual purposes

Publications

Producer Prices First Release
Producer Price Indices (MM22)
Price Index Numbers for Current Cost
Accounting (MM17)
Aerospace and Electronics Costs
Indices (MM19)
SPPI website release and ELMR article
All are available via the internet only.

Compliance costs

The Office for National Statistics is
currently in the process of adopting a
new method for calculating the
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administrative costs to business, in line
with other European countries.
Following the introduction of this
methodology, respondents’ costs will be
calculated and published as an
addendum to this review
ONS cost

Around £2,715 thousand in 2008/2009
(£1,757 thousand (PPI and trade) and
£958 thousand (SPPI))
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1.
Reasons for the review

Conclusions of previous
reviews

INTRODUCTION

1.1

Standing instruction on the control of statistical
surveys require that regular annual surveys to
businesses and local authorities are reviewed at
least once every five years (quarterly and
monthly surveys every three years). The aim of
these procedures is to avoid unnecessary
surveys, to ensure that control is exercised in
the most cost effective way and that authorised
surveys are conducted in such a way as to
obtain the information needed while imposing
the minimum burden on respondents.

1.2

The present instructions for controlling
Government statistical surveys, including the
procedures for reviewing surveys, were issued
in 1999. These instructions re-iterated the
continuing need to review all regular surveys of
businesses. Surveys with total compliance costs
in excess of £250,000 are subject to a
comprehensive review involving an external
observer.

1.3

This review has been carried out with the
assistance of Hedley Rees, in order to ensure
an independent critical assessment of the needs
of users and cost imposed on business. The
review has been cleared by the ONS Quality
Centre.

1.4

The previous reviews published in June 2005
(SPPI) and November 2006 (PPI and trade
prices) listed a number of options for change.
These are repeated in Annex A of this report
and progress on their implementation is
described.
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History of the surveys

2.

BACKGROUND

2.1

The Producer Price Index (PPI) was formerly
known as the Wholesale Price Index. The first
official United Kingdom Wholesale Price Index
covering the years 1871 to 1902 was prepared by
the Board of Trade in 1903.

2.2

In 1935 the series was rebased to 1930=100 and
ran until 1955. The present structure derives
largely from the changes made during the 1950s.
In 1989 the Central Statistical Office (CSO)
assumed responsibility for the PPI from the
Department of Trade and Industry. In 1992 the
survey was made statutory by the Chancellor of
the Exchequer to “improve the coverage” in Great
Britain under the Statistics of Trade Act 1947. The
change to the statutory collection led to an
improvement in response rates and allowed
coverage of the PPI to expand. Since 1993, the
PPI has also been statutory in Northern Ireland
under Article 5 of the Statistics of Trade and
Employment (Northern Ireland) Order 1988.

2.3

Description of the
surveys

2.4

The SPPI commenced in 1995 and development
work has been ongoing to increase coverage to a
wider range of corporate services. There is no
regular structural sales survey to underpin the
weighting of the SPPI. Weights are calculated
using results from ad-hoc turnover surveys
carried out every 5 years.

The “Producer Price Index” is based on a number
of surveys; there are two surveys of output prices
(to the domestic and export markets) and two
surveys covering prices paid for imported
commodities and capital goods. These are known
as the “domestic PPI” (PPIs), “export prices”
(EPIs), “import prices” (IPIs) and “imported capital
goods (ICGs). Whilst most price collection and
development work is carried out by ONS, data on
some agricultural prices are collected by the
Department of Environment Food and Rural
Affairs (DEFRA), whilst the Department of Energy
and Climate Change (DECC) collect energy
prices. The SPPIs are primarily a suite of
individual price indices that provide information on
12

price change for a limited range of service
industries. Each SPPI captures quarterly
changes in the price received for services
provided by UK businesses to other UK
businesses and Government. These individual
price indices are also aggregated together to
create a 'service industry' SPPI with limited
coverage
Domestic price indices
(PPIs)

2.5

The Producer Price Index is a Laspeyres type
index. It is a fixed weight index with the weights
being updated every five years using sales data
taken from the PRODCOM survey. The PPI is
based on a survey of 4,000 manufacturers
providing around 6,750 price quotations every
month for a range of items manufactured within
the UK.

2.6

Respondents to the domestic PPI are asked to
provide quotes according to the following
principles:
• The product is manufactured in the UK and
sold to the home market.
• The price quoted is achieved after
discounts and excluding VAT.
• The product is representative of the
business’s current output.
• The quotes reflect orders placed in the
current month.
• The product and terms of sale are
described in enough detail to ensure
consistency between months.

2.7

Respondents return their data using either postal
questionnaires or “Telephone Data Entry” (TDE).
Around 60% of prices are collected using TDE.

2.8

Until 2001 the sample for the PPI was based on a
cut off sample design. Businesses with the largest
sales for a product group in the base year (1995
was the last base year used for this method),
were selected for the sample. The respondents to
the sample were asked to supply prices for
products grouped by six digit indices as defined
by the Classification of Products by Activity
(CPA).

2.9

Since 2001 a random sample for the PPI has
been selected from the PRODCOM sample, the
ONS product sales survey. The PPI sample is
13

random and stratified by the value of sales. See
link
http://www.statistics.gov.uk/cci/article.asp?id=414
2.10 The PPI sample is now re-selected annually from
the latest PRODCOM sample. The sample
rotation enables new businesses and products to
be picked up for the PPI as well as spreading the
compliance burden over a wider number of
businesses. The PPI sample allocation is
designed to minimize the variance of the outputs.

Export price indices

2.11 The Export Price Index (EPI) is a Laspeyres type
index. It is a fixed weight index with the weights
being updated every five years using sales data
supplied by Her Majesty’s Revenue & Customs
(HMRC). This survey is based on price quotations
for a range of items manufactured in the UK but
destined for the export market and broadly uses
the same data collection methodology as the
domestic PPI. Some 1700 manufacturers
classified to the Combined Nomenclature (CN)
tariff code system provide around 2500 quotes
monthly.
2.12 Business are asked to provide quotes on the
following basis:
• Products should be manufactured in the
UK and destined for the export market.
• Products should be typical of the
business’s product range.
• The country of destination should be
specified. Quotes should be in the
currency quoted to customers and FOB
(free on board) if possible.
2.13 A geographical split is requested from suppliers
when providing quotes i.e. one price for EU
countries and one for Non-EU countries, and
separate indices are produced and published for
each category.
2.14 Respondents quote in a wide range of currencies
dependent on their export destination. These
prices are then converted into sterling as part of
the monthly calculation process.

Import price indices

2.15 The Import Price Index (IPI) is a Laspeyres type
index. It is a fixed weight index with the weights
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being updated every five years using sales data
provided by Her Majesty’s Revenue & Customs
(HMRC) and individual suppliers. Prices of
imported commodities and capital goods are
collected from a sample of 3,000 import agents
and manufacturers who return around 2,500
quotes each month. In addition some prices are
collected from published sources. The sample is
updated annually to replace losses. Imported
Capital Goods (ICGs) were established in 2000
and form part of the IPI index. These are broken
down by EU countries and Non-EU countries.
2.16 Respondents quote prices in a wide range of
currencies that are converted into sterling as part
of the monthly process. Data are used to
construct import indices that in turn are used as
components of the domestic PPI – for price
movements of material and fuels bought by UK
manufacturers.
2.17 Businesses are asked to provide quotes on the
following basis:
• Products should be manufactured
overseas and destined for the UK (import)
market.
• Products should by typical of importers’
range.
• The country of origin or last point of
shipment before arrival in the UK should
be specified. Quotes should be in the
currency suppliers are paid in and CIF
(carriage insurance and freight) if possible.
SPPIs

2.18 The SPPI is a Laspeyres type index with fixed
weights updated every five years. It is rebased
every five years to update weights used in the
aggregation of the SPPI. Over time, relative
volumes and prices of services sold will change
and it is important to ensure that the weighting
structure of the index is updated at regular
intervals to reflect the current information on the
relative importance of products. The weights used
in the SPPI system are based on the SPPI
Turnover Survey carried out every five years.
SPPI data collection methods are tailored to meet
specific circumstances depending on the nature
and complexity of the industries involved.
Examples of methods used are:
• actual prices - prices recorded for the service
15

•
•
•

•

PPI Operational
procedures

actually carried out during the period;
contract prices - prices agreed under fixed and
renegotiated contract;
list/tariff prices - prices where discounting is
not applied;
model prices - prices that would have been
charged for specified services during the
period. The actual service may be real or
fictitious;
hourly fee rates - accountancy and legal
services are often charged on an hourly fee
basis. This is often the most appropriate and
easiest information to provide.

2.19 Respondents to the price data surveys are
‘recruited’ to the surveys by means of a
recruitment questionnaire. The purpose of this
process is to introduce the respondent to the
routine monthly collection of price data and to
obtain a representative price and a complete
description for the product being traded. The
current sample rotation means that around 3,500
new price quotes are recruited each year.
2.20 Once businesses are recruited the item
description is retained on the monthly price
questionnaire to assist the respondent when
providing the current month’s price. Copies of the
recruitment and price quotation questionnaires
used are attached at Annex B. The current
month’s price (with date of any price changes) is
requested with an option to provide up to three
months prices in advance.
2.21 Questionnaires are printed in-house and
despatched at the beginning of each month for
return by the end of the month. A system of
automatic reminding generates letters over a
three month period supplemented by telephone
response chasing. Validation checks on data are
based on percentage movement from month to
month. Quality issues such as specification
changes are also routinely investigated. A
response rate target of 82% of weighted response
(75% target for trade) is required by the first
publication and 95% target a month after
publication.
2.22 The 6,750 PPI individual price quotations are
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combined to form product group indices. There
are over 1,200 product group indices based on
the 6-digit level SIC92. These product indices are
aggregated in a range of different ways to
produce measures of output prices, input price
and deflators for stocks and capital expenditure.

SPPI Operational
Procedures

Each member of the SPPI fixed panel receives a
personalised questionnaire detailing the relevant
2.23 corporate service products that the business
provides on a regular basis. These may take the
form of individual items or contracts. In the event
of a specific item or contract being discontinued,
businesses are asked to provide information on
any similar service products provided. A number
of external data sources are currently used in the
compilation of the SPPI. These include:
Investment Property Databank (IPD) – property
rental payments.
Office of Communications (Ofcom) – business
telecommunications.
Office of Water Services (Ofwat) – sewerage
services.
Office of Rail Regulation (ORR) – business rail
fares.
Parcelforce – national post parcels.
Bank of England (BoE) – Financial Intermediation
(Banks)

Sector weights

2.24 The PPI consists of the output series which
measure prices of products sold and the input
series measuring change in price of products
purchased feeding into the manufacturing
process. Both types of series are produced on
both a gross (including intra-sector sales) and net
(excluding intra-sector sales) basis.
2.25 Weights for the Gross Sector Output (GSO)
series are based on estimates of relative values
of sales to the home market derived by adjusting
sales values obtained from the PRODCOM
survey, using export data to reflect sales to the
domestic market. Weights for input indices are
based on data on relative values of products
purchased as inputs to the manufacturing process
produced by Input/Output. In this case weights at
the more detailed commodity level are calculated
on a gross sector basis.
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2.26 Net sector weights are used to compile index
numbers on a “net sector” basis, which means
that the index for a particular sector relates to
transactions between that sector and other
sectors only. Sales and purchases from within the
same sectors are excluded. Net sector output
series weights are based on the results of the
Purchases and PRODCOM survey and
Input/Output tables. The net sector weighted
series are the headline series published in the
PPI “First Release”.
2.27 The input series measures the movement of
prices of materials/products as they enter the
production process, at the price paid by the
manufacturer. Input indices are constructed on
both a gross and net sector basis. The net sector
input series are constructed at the all
manufacturing level only and excludes all intrasector transactions, that is purchases from
businesses classified to the purchasing inputoutput (I/O) group are excluded from the gross
values before weights are calculated.
2.28 Input index weights are derived based on I/O
information on value of purchases that feed into
the production process, both from the home and
import markets. This I/O information provides the
weighting pattern to combine relevant PPI and
import series. For products where no import index
is produced a proxy (similar) index is used in its
place. The number of occasions where proxy
series are used is reducing as coverage of the
import series is improving. Specific component
series are produced to construct the input series
to restrict coverage to intermediate products i.e.
exclude items sold as finished products, capital
and consumer items.

Updating the PPI
weights

2.29 The PPI is rebased every five years to update the
weights used in the aggregation of the PPI. Over
time relative volumes and prices of products sold
will change and it is important to ensure that the
weighting structure of the index is updated at
regular intervals to reflect current information on
the relative importance of products. The last
rebasing exercise was completed in October
2008 and updated the weighting structure from
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the base year 2000=100 to 2005=100.
Updating the SPPI
weights

2.30 The SPPI was recently rebased to 2005=100 and
an ad-hoc turnover survey in respect of 2005 was
undertaken. This enabled the implementation of
updated weighting patterns

Recent developments

2.31 The major development over the period since the
last triennial review in 2006 has been the
rebasing of the PPI onto 2005=100, published in
2008. Over the next two or three years, the major
body of work will be the reclassification of the PPI
system onto SIC 2007. The reclassified PPIs are
scheduled to be published in June 2010. The
opportunity will be taken to convert trade prices
from other classification systems (such as the
Standard International Trade Classification and
the Combined Nomenclature) onto SIC 2007.
This is a recommendation made in the 2006
Triennial Review.

SPPI expansion

2.32 There has been a long-standing remit to expand
the number of SPPIs collected and published.
Unfortunately due to financial constraints,
progress has been slow, but additional staff were
recruited at the beginning of 2009 to enable SPPI
expansion to be accelerated.

Publication outputs

2.33 The PPI First Release is published on the Friday
before the second working Monday following the
reference month and provides an overall
summary of aggregated price movements. It is
the key short term indicator on inflationary
pressure in the manufacturing sector. An example
is attached at Annex C.
2.34 The other PPI publications comprise of a series of
Business Monitors that are produced monthly.
These publications are only published via a
Portable Document Format (PDF) on the ONS
Website. They include MM17 – Price Index
Numbers for Current Cost Accounting, MM19 –
Aerospace and Electronics Cost Indices and
MM22 – Producer Price Indices which is a
detailed compendium of price indices and
includes:
• Materials and fields used by specific sectors
(tables 1 & 3).
• Finished goods produced by UK industry
(tables 2 & 4).
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•
•

Imported commodities (table 5).
Export prices (table 6.)

All publications are produced to a pre-scheduled
release data. These outputs are considered by
many to be essential in providing organisations
with detailed price indices covering a wide range
of products.
SPPI quarterly outputs are disseminated via the
web and Economic and Labour Market Review.
Annex C details the latest SPPI published results
for the fourth quarter of 2008.

Customer specific data

2.35 ONS will, for a service and maintenance charge,
set up an index tailored specifically to individual
needs when standard published price indices for
a specific range of products are not available.
This service is useful for users who want to track
a number of products from different sectors of
industry using weighting patterns that closely
resemble their own pattern of purchases or sales.
Once a bespoke index is constructed, monthly
updates are passed to the customer as part of the
service agreement.
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3.

USERS

3.1

The results of the Producer Price Inquiries are
used internally by ONS and externally by other
government departments, various Trade
Associations, City institutions and a number of
private businesses. The Questionnaire is set out
in Annex F.

National Accounts
Group

3.2

PPIs are used in various parts of the National
Accounts. The Balance of Payments and
Financial Sectors and National Income and
Expenditure Divisions set out the need for 6-digit
PPIs while the Index of Production branch is
content with 4-digit headings. The National
Accounts use the existing SPPIs as deflators.
However, they point out that the National
Accounts is deficient of deflators for many service
sector components; they need a complete range
to meet the requirements of the EUROSTAT
Price and Volume Manual.

Balance of Payments &
Financial Sectors
(BoPFS)

3.3

BoPFS use trade prices to deflate import and
export data from HM Revenue and Customs for
the visible trade statistics and deriving deflators
for others in National Accounts and EUROSTAT.

National Expenditure
and Income (NEID)

3.4

Special deflators for capital expenditure are set
up using gross sector output PPIs for capital
goods weighted together by capital expenditure
patterns. They are used to compile constant price
estimates of capital expenditure for National
Accounts, Treasury, Bank of England, Inland
Revenue and city economists. A mixture of 3, 4
and 6-digit PPIs are used to calculate weighted
deflators which are at 7 or 8-digit level. The PPIs
are a good indicator of price movements for
these products. Deflators are used to calculate
current and constant price inventories.

Index of Production
Branch (IoP)

3.5

The main purpose of IoP Branch is to deflate
current price monthly production inquiry data
using 4-digit PPIs and 4-digit EPIs. For the
domestic part of the deflator IoP weight together
PPIs into industry deflators using information

ONS users
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from PRODCOM. The export part of the deflator
(supplied by Balance of Payments branch) is
then weighted to the PPI to produce an overall
industry deflator at 4-digit level.
3.6

IoS use SPPIs to deflate components of the
Index of Services. However, for other service
sectors, they are forced to use Consumer Price
Indices, the Average Earnings Index and other
deflators. Ideally they would want full coverage of
all service sector components, and a composite
SPPI for all services. .

Bank of England

3.7

The Bank of England obtains the PPI First
Release, MM22, PPI articles and PPI webpage
information to monitor inflation and carry out
research. PPI monthly results are supplied to the
Monetary Policy Committee each month. They
use PPI output indices down to the 4-digit level.
In the longer term the Bank want the PPIs to be
chain-linked and the SPPI to become a National
Statistic.

HM Treasury

3.8

HM Treasury obtain the PPI First Release,
MM22, PPI Articles and PPI webpage information
which is used to monitor inflation and carry out
research. They use PPI output indices down to
the 4-digit level. The Treasury classify the
relevance, accuracy, comparability, timeliness,
accessibility and coherence of the PPI data as
either good or very good.

3.9

The Treasury use SPPIs to monitor the outlook of
the UK economy. They point out that that their
timeliness is poor, and it would be ideal if the
SPPIs were monthly rather than quarterly

Index of Services (IoS)

Other government users

Ministry of Defence
(Defence Analytical
Services Agency)

3.10 The Defence Analytical Service Agency (DASA)
uses a broad selection of input and output indices
in managing a range of Ministry of Defence
contracts. They use PPI data down to 6-digit
(sub-category level).
3.11 DASA also use a selection of SPPIs for advice in
long-term contracts. Unfortunately, due to their
experimental nature, they are unable to use
SPPIs in inflation clauses. Non-experimental
indices would be far more useful to the MOD.
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They would appreciate greater coverage
particularly of maintenance, IT services and longterm support.
Department of
Environment Food and
Rural Affairs (DEFRA)

3.12 DEFRA receive a large number of food industry
input and output data including some customer
specific indices set up by Producer Prices and
transferred electronically on a monthly basis. This
data is monitored and significant points are
raised in a monthly note to Ministers. DEFRA
collect prices of home produced agricultural
products published in the Agricultural Price Index
(API). It also has access to detailed retail prices
actually paid by consumers (National Food
Survey). PPIs cover the in between stages of the
agri-food industries and additional areas of prices
of imported goods and of food manufacturing
outputs.

Department of Business, 3.13 The Department of Business, Enterprise and
Regulatory Reform (BERR) was formerly known
Enterprise and
as The Department of Trade and Industry (DTI).
Regulatory Reform
BERR receive price data relating to building
(BERR)
materials including a number of special indices
set up by ONS. Data are combined with labour
indices to produce an adjusted series used by the
construction industry to calculate payments to
contractors and to form the basis of contracts. In
addition, the Department uses weighted average
indices produced specially by ONS to set up
deflators for construction output and construction
new orders. These price adjustment indices are
published in the Monthly Bulletin of Indices and
the Department’s Monthly Statistics of Building.
3.14 BERR need a comprehensive high level indicator
to compare price changes between goods and
services for consumer and business prices.
BERR policy interests include postal,
communication, business services and retail,
although many of their prices relate to the entire
market price sector. BERR would like full
coverage for all detailed service industries
(ultimately on SIC 2007) particularly for Business
Services (division 74), Financial Services and the
market sector of Section O (other community,
social and personal service activities). The
availability of improved deflators for services
gross value added would also be of great help to
assist in estimating coherent and more reliable
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constant price gross value added output, and
ultimately productivity estimates for specific
service sectors.
3.15 BERR are disappointed that progress on
developing SERVCOM has been deferred with
no timetable for taking this forward.

Department of Energy
and Climate Change

3.16 The Department of Energy and Climate Change
(DECC) use the overall PPIs to monitor inflation
and to compare with energy inflation data.

International users

3.17 The Statistical Office of the European
Communities (Eurostat) requires PPI data from
member states for use in economic, competition
and enterprise policy. The data are a legal
requirement of the UK under the Short Term
Statistics (STS) Regulation. This regulation
specified that output prices for the domestic and
non-domestic markets be produced on a monthly
basis. EUROSTAT point out that the UK does not
supply SPPIs for all activities it should do
according to the STS Regulation

Other users

3.18 Individual users’ demand for PPI cover extensive
business activities including the formulation of
contracts, tracking the movement of input costs
and comparing an individual business’s
performance against national averages.

The Association of the
British Electro technical
& Association (BEAMA)
CPA Advisory Service

3.19 BEAMA CPA Advisory Service use MM22 and
PPI First Release via the website for variation of
price contracts, monitoring price movements for
specific items and establishing price trends.
BEAMA use PPIs at the 6-digit level. In addition
to the published data, BEAMA also receive
special indices produced specifically for their
needs.
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4.

INTERNATIONAL COMPARISONS

European Union

4.1

All EU member states publish PPIs on a monthly
basis. This is a requirement under the EU’s Short
Term Statistics Regulation. There is also a
requirement for SPPIs covering a specified range
of service industries to be supplied to
EUROSTAT. The UK despite supplying the
majority of data required, like most member
states does not yet fully meet this requirement.
The range of SPPIs is in the process of being
expanded to meet EUROSTAT and other
requirements (paragraph 7.3)

Other countries

4.2

All major developed countries publish PPIs. There
is also a world-wide move to develop SPPIs. The
SPPI developments are discussed at the annual
Voorburg group, presently chaired jointly by
Statistics Canada and the US Bureau of Labour
Statistics. ONS plays its full part in these
discussions.
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5.

RESPONDENTS’ VIEWS

5.1

Copies of the questionnaires used to obtain
respondent views on the price data inquiries are
attached at Annex D. These questionnaires were
sent to a total of around 1,200 respondents
randomly sampled by strata from EPI, IPI, ICG,
PPI Recruitment and SPPI covering businesses
of all sizes and types.

Administrative business
costs

5.2

The Office for National Statistics is currently in the
process of adopting a new method for calculating
the administrative costs to business, in line with
other European countries. Following the
introduction of this methodology, respondents’
costs will be calculated and published as an
addendum to this review.

Respondent complaints

5.3

According to ONS’s Complaints database for the
year 2008 there were a total of 15 complaints for
the Price Index surveys. The breakdown is as
follows:
PPI: 7, of which 4 for Recruitment
EPI: 4, all Recruitment
IPI: 2, of which 1 Recruitment
ICG: Nil
SPPI: 2
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6.

COSTS

Government costs

6.1

The estimated cost to government to run the PPI
price index inquiries was £1,757 thousand in
2008/9. This represents a fall of 19.1 per cent
since the last triennial review estimates in 2005/6.
This largely reflects the cut in the PPI sample size
of a quarter since 2005/6. SPPI costs in 2008/9
amounted to £958 thousand, an increase of 4.7
per cent since the last SPPI Triennial Review in
2005. The rise includes a team dedicated to
increasing the range of SPPIs collected and
published.

Respondents’ costs

6.2

The Office for National Statistics is currently in the
process of adopting a new method for calculating
the administrative costs to business, in line with
other European countries. Following the
introduction of this methodology, respondents’
costs will be calculated and published as an
addendum to this review.

Reducing the burden on
respondents

6.3

The Telephone Data Entry (TDE) system is
available to all respondents to the SPPI and
home PPI surveys. The TDE on-line validation
facility reduces the need for ONS staff to chase
up data queries with respondents and therefore
lowers the overall compliance load. A project has
bee funded to expand the TDE system to trade
prices and also to introduce batch take-on for all
the price surveys. This review supports this
exercise to reduce compliance and increase
efficiency (paragraph 7.8)

Osmotherly

6.4

To reduce the burden on smaller businesses
further those businesses that have employment of
less than 10 are not included within the samples
for the domestic PPI, trade or SPPI surveys.

Alternative sources

6.5

In addition to collecting prices directly from
manufacturers, data for the PPI are obtained from
published sources and other government
departments> Some examples are:
• Public Ledger is a data source for
internationally traded commodities
• Metal Bulletin provides price movements
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•

6.6

for the global ad steel markets
Department of Energy and Climate
Change provides data on energy prices

When developing new industries for inclusion in
the SPPI, thought is given to the most appropriate
method of data collection. In addition to the
conventional method of collecting data directly
from respondents, consideration is given to
alternative administrative sources. Adoption of
alternative sources depends on criteria such as
data quality and integrity of supplier, and leads to
a reduction in compliance cost. SPPI currently
incorporates data from the following organisations
(among others):
• Bank of England provides data on banking
services
• Investment Property Databank (IPD)
provides data on property rental payments
• Office of Communications (Ofcom)
provides data on business
telecommunications
• Office of Water Services (Ofwat) provides
data on sewerage services
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7.

OPTIONS FOR CHANGE

7.1

Some of the proposed recommendations
from the previous PPI and SPPI Triennial
Reviews are still being implemented. An
update is given in Annex A.

Continuation of PPI
surveys at existing
frequency

7.2

Users both inside and outside ONS have
expressed the need for the continuation of
the domestic and trade price inquiries
because no alternative comparable
production prices exist. In addition, the
general consensus from users’ needs
described in section 3 of this review
reinforces their need for monthly trade
price data. It is recommended that the
price index inquiries comprising the
domestic, export and import prices
continue to be produced on a monthly
basis to the same level of aggregation.

SPPI expansion

7.3

There should be a continued expansion
to the coverage of the SPPI through
staged development of new industries, in
line with available resources. This is to
meet the needs of national accounts,
external users such as the Ministry of
Defence, and the UK’s legal obligations
under
the
Short
Term
Statistics
Regulation.

Chain linking the PPI

7.4

The methodology to be used for creating a
chain linked PPI including the EPI and IPI
has been approved. It is recommended,
subject to a new suite of computer
programs being available, that a move to
producing a chain linked PPI should be
introduced following the rebasing onto
2010=100 in 2013. This would meet the
requirement expressed by the Bank of
England and other users.

Reclassification onto
SIC 2007

7.5

The work which has started to reclassify
the PPIs and SPPI onto the new Standard
Industrial Classification (SIC 2007) should
continue with the target publication date of
June 2010. The quality of the data at the 6digit level in many indices is poor and the
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need for a minimum sample size of one
unit in each of the lowest level product
strata distorts the overall sample allocation.
It is therefore recommended that a
feasibility study into the impact of not
publishing at the 6-digit level be undertaken
following the reclassification exercise. The
questionnaire to users has revealed some
opposition to moving away from 6 digit
indices, and such a move would need to
be carefully pre-announced to users
Trade Prices Review:
Collection of prices
on an SIC/CPA basis

7.6

At the same time as the PPI is reclassified,
both import (IPI) and export (EPI) prices
should be moved from their current
Standard International Trade Classification
(SITC) and Combined Nomenclature (CN)
basis
to
the
Standard
Industrial
Classification (SIC 2007) / CPA basis. This
would be in line with Eurostat requirements
and meet National Account needs.

7.7

In the long term, production of SIC trade
price indices should be achieved through
the re-design of the sample, which should
be implemented as soon as practicable.

Trade Prices Review:
Review the Sample
Design
Efficiency gains

7.8

There should continue to be developments
to improve efficiencies in data collection.
Batch take-on of prices is in the list of
potential data collection developments for
2009/10. Telephone Data Entry (TDE) for
trade prices would also be a useful longterm development.

Service turnover
survey

7.9

Funding has been granted for a
quinquennial turnover survey in 2010. The
opportunity should be taken to use the
results of the 2010 survey to improve the
quality of SPPIs in the next rebasing on
2010=100. In the longer term, the
possibility of a PRODCOM-style annual
turnover
for
services
should
be
investigated.

SPPI timeliness

7.10

HM Treasury has expressed a need for
more timely publication of SPPI data. In
the long term, there is a requirement for
SPPIs to move to a monthly frequency in
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line with the PPI. This reflects the
increased importance of services in the
UK economy. Investigations into the
feasibility
of
introducing
seasonal
adjustment and standard error quality
measurement into the SPPI system are
also desirable in the long term.
Coverage of SPPI

7.11
The SPPI was originally established to
record prices of sales by businesses to
other businesses and government. The
rationale for this was that prices of
services offered on sale to the personal
sector were already covered in the
Consumer Prices index (CPI). The
possibility of changing the coverage of
SPPIs from business to business to
business to all is being considered by
EUROSTAT. It is recommended that ONS
should support the proposed change and,
if agreed, adapt the UK series
accordingly.
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through the re-design of the sample,
which should be implemented as
soon as practicable.
The possible need for a euro / non euro
zone is not imminent and no action has
been taken

Preparation for the potential
requirement of Euro Zone/ Non Euro
Zone indices
The Trade Price review’s
recommendations for the preparation of a
Euro Zone/ Non Euro Zone split, which
would be a requirement should the UK
join the single currency, are:
•

•

•

If the Euro Zone / Non Euro Zone
breakdown were implemented for
either IPI or EPI, it would be produced
alongside the current EU/Non EU
breakdown. It would not replace it.
If the UK is, at any point in time,
required to produce a breakdown of
Euro Zone / Non Euro Zone import
and export prices, the ONS should
implement a sample re-design and
introduce strata’s to cover the Euro
Zone / Non Euro Zone.
An increase in the sample size of
1,800 quotes should be investigated
at the time of such a re-design to
ensure that the estimates are of a
good quality.

Review the sample design
The issue of sampling for trade prices is
dependent on the availability of
resources and no action has been taken

The Trade Price reviews
recommendations for improving the
sample design for imports and exports
are:
•

•

•

The sampling frames for IPI and EPI
should be replaced with more detailed
8-digit CN level data obtained from
Her Majesty’s Revenue and Customs
(HMRC).
The current cut-off panel should be
replaced by a stratified random
sample design by Methodology
Directorate of the ONS.
The product groups should be defined
33

•

•

•

•

•

primarily to meet customer
requirements and secondarily to
minimise variance.
Upon implementation of a stratified
random sample, there should be no
more than three size strata defined
within a product group.
Recruitment of respondents for both
IPI and EPI should be performed
biannually rather than on an ad hoc
basis.
Rotation of the sample using the PRN
method should be introduced
alongside, or as soon as possible
after the re-engineered prices system
is in place as part of the ONS
modernisation programme.
An investigation should be carried out
to see if it is feasible to increase the
size of the import sample by 1,000
quotes.
In an increase in the sample size for
imports is not feasible, the product
groups should be identified and
explicitly defined in the stratification
design.

Chain linking the PPI
The methodology to be used for creating
a chain linked PPI including EPI and IPI
has been approved. It is recommended,
subject to a new suite of computer
programs being available, that a move to
producing a chain linked PPI should be
introduced.

It is hoped that chain-linking of the PPI
can be implemented following rebasing
of the PPI onto 2010=100 in 2013

Reduction in the PPI Sample Size and
Level of Detail
A more optimal allocation for the PPI
sample is currently in place but there is a
thought that there is no real justification
to calculate or publish PPI data at the 6digit level. The quality of the data at the
6-digit level in many indices is poor and
the need for a minimum sample size of
three units in each of the lowest level

The PPI sample size was reduced by 25
per cent in 2006/7. It is provisionally
planned to study the impact of reducing
the level of PPI publication to a class
level following reclassification in 2010
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product strata distort the overall sample
allocation. Due to resource constraints
two alternative proposals to moving to a
full optimal sample for the PPI have been
considered:
•
•

Maintain the existing sample size and
reduce the standard errors of the
estimates.
Reduce the sample size and maintain
the existing standard errors.

A decision on whether to reduce the
existing 6-digit PPIs publication in
Business Monitor MM22 to 5-digit or 4digit will influence which of the above
options are implemented. It is therefore
recommended that a feasibility study into
the impact of not publishing at the 6-digit
level be undertaken as soon as possible.
The feasibility study would involve
extensive user consultation with other
government departments and trade
associations.
FROM 2005 SPPI TRIENNIAL REVIEW
•

The continued improvement to the This work was postponed by
quality of SPPI questionnaires and Methodology Group due to corporate
accompanying guidance. MD are due resource issues.
to review SPPI questionnaires and
guidance notes by the end of 2005.
This will provide an opportunity for
users and respondents to provide
feedback on improvement to content
and structure.

•

The continued expansion to the
coverage of the SPPI through staged
development of new industries, in line
with
available
resources.
Development
research
on
professional services, advertising and
parts of computer services are
nearing completion.

Expansion was halted due to corporate
resource issues. However, additional
staff were recruited at the beginning of
2009 and it is hoped the coverage of the
SPPI will be expanded.

•

The continued quality assurance of
existing SPPI industries to improve
the accuracy and integrity of the
index. This includes work carried over

A methodologist was seconded to SPPI
to carry out a rolling review of industries
to ensure that recruitment levels were
sensible. His work enabled SPPI to

35

from the previous Review such as reallocate its resources to operate more
weighting
methodology effectively.
improvements, sampling/recruitment
strategies
and
publication
enhancements.
•

An investigation into the issues which
will lead to SPPI moving from
experimental status to a National
Statistic. This will involve reviewing
work completed on the SPPI audit of
existing industries together with
assessments of the suitability of SPPI
data for use as deflators for IOS and
GDP(O). It will address fundamental
issues such as whether SPPI can
become non-experimental if sector
coverage is incomplete or there
continues to be no regular structural
sales survey to underpin the
weighting of SPPI.

The SPPI remains an experimental
statistic. Among other issues, the
quinquennial turnover survey will need
significant improvement to justify making
the SPPI a National Statistic. However, it
is likely that additional resources will be
made available to improve the 2010
quinquennial turnover survey.

An investigation into the feasibility of This work was postponed by
introducing seasonal adjustment and Methodology Group due to corporate
standard error quality measurement resource issues.
into the SPPI system.
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Annex B
PPI, trade and SPPI recruitment and price quotation questionnaire

PPI recruitment questionnaire
PPI quotation questionnaire

IPI recruitment questionnaire
IPI quotation questionnaire

EPI recruitment questionnaire
EPI quotation questionnaire

ICG recruitment questionnaire
ICG quotation questionnaire

SPPI recruitment questionnaire
SPPI quotation questionnaire
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ANNEX C

Producer Prices Statistical Bulletin
http://www.statistics.gov.uk/StatBase/Product.asp?vlnk=790

Service Producer Price Indices Website Release
http://nswebcopy/CCI/nugget.asp?ID=253&Pos=6&ColRank=2&Rank=128
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ANNEX D
Respondent questionnaires and response rates
Triennial Review Respondent Questionnaire (example for PPI)

Survey

Despatched

Responded

Response Rate

PPI Recruitment

177

60

33.9%

PPI

143

86

60.1%

IPI Recruitment

136

44

32.4%

IPI

210

115

54.8%

EPI Recruitment

105

42

40.0%

EPI

154

69

44.8%

ICG Recruitment

33

8

24.2%

ICG

144

76

52.8%

SPPI Recruitment

14

4

28.6%

SPPI

193

82

42.5%

Total

1309

586

44.8%

Annex E - Analysis of Responses for Producer and Trade Price Indices and Service Producer Price Indices
Question 4

Question 4

External
accountant/bookkeeper Y

External
accountant/bookkeeper N

Percentage

Percentage

PPI Recruitment

0.0%

100.0%

PPI

1.1%

98.9%

IPI Recruitment

6.3%

93.8%

IPI

1.7%

98.3%

EPI Recruitment

4.8%

95.2%

EPI

1.4%

98.6%

ICG Recruitment

11.1%

88.9%

ICG

3.9%

96.1%

SPPI Recruitment

0.0%

100.0%

SPPI

4.9%

95.1%

Question 6

Question 6

Question 6

How much of the information How much of the information How much of the information
do you hold for your own
do you hold for your own
do you hold for your own
business purposes?
business purposes?
business purposes?
None

Some

All

Percentage

Percentage

Percentage

PPI Recruitment

16.4%

8.2%

75.4%

PPI

17.2%

13.8%

69.0%

IPI Recruitment

29.2%

20.8%

50.0%

IPI

13.3%

16.7%

70.0%

EPI Recruitment

20.5%

17.9%

61.5%

EPI

15.9%

18.8%

65.2%

ICG Recruitment

22.2%

11.1%

66.7%

ICG

10.8%

14.9%

74.3%

SPPI Recruitment

33.3%
18.2%

33.3%
13.0%

33.3%
68.8%

SPPI Forms

Question 7

Question 7

Setup costs

Setup costs

Yes

No

Percentage

Percentage

PPI Recruitment

16.4%

83.6%

PPI

4.4%

95.6%

IPI Recruitment

36.7%

63.3%

IPI

15.4%

84.6%

EPI Recruitment

16.7%

83.3%

EPI

8.6%

91.4%

ICG Recruitment

44.4%

55.6%

ICG

10.5%

89.5%

SPPI Recruitment

0.0%
13.4%

100.0%
86.6%

SPPI Forms

Question 8
External costs in completing
survey if 'None'
Percentage

Question 8
Question 8
External costs in completing
External costs in completing
survey if
survey if 'other'
'Accountant/Bookkeeper'
Percentage
Percentage

PPI Recruitment

100.0%

0.0%

0.0%

PPI

98.9%

0.0%

1.1%

IPI Recruitment

100.0%

0.0%

0.0%

IPI

100.0%

0.0%

0.0%

EPI Recruitment

100.0%

0.0%

0.0%

EPI

100.0%

0.0%

0.0%

ICG Recruitment

100.0%

0.0%

0.0%

ICG

100.0%

0.0%

0.0%

SPPI Recruitment

100.0%

0.0%

0.0%

SPPI Forms

100.0%

0.0%

0.0%

Question 9

Question 9

Question 9

Question 9

Question 9

Option 1

Option 2

Option 3

Option 4

Option 5

Option 6

Percentage

Percentage

Percentage

Percentage

Percentage

Percentage

PPI Recruitment

34.4%

23.0%

21.3%

8.2%

6.6%

6.6%

PPI

31.0%

31.0%

16.7%

4.8%

10.7%

6.0%

IPI Recruitment

30.3%

24.7%

10.1%

10.1%

13.5%

11.2%

IPI

27.3%

20.9%

24.5%

7.3%

10.0%

10.0%

EPI Recruitment

24.6%

29.8%

8.8%

8.8%

19.3%

8.8%

EPI

33.3%

36.5%

12.7%

7.9%

3.2%

6.3%

ICG Recruitment

22.2%

33.3%

5.6%

11.1%

16.7%

11.1%

Question 9

ICG

36.2%

23.2%

17.4%

5.8%

10.1%

7.2%

SPPI Recruitment

22.2%

33.3%

0.0%

22.2%

11.1%

11.1%

SPPI Forms

36.0%

30.2%

11.6%

4.7%

8.1%

9.3%

ANNEX F
Key users (both internal and external) were sent a questionnaire seeking
their views on the surveys covered in this triennial review

Triennial Review User Questionnaire (example for PPI)

Selected list of Users sent a questionnaire
Bank of England
HM Treasury
Ministry of Defence (Defence Analytical Services Agency)
Department of Environment Food and Rural Affairs
Department of Business, Enterprise and Regulatory Reform
Index of Production (ONS)
Index of Services (ONS)
Balance of Payments and Financial Sectors (ONS)
National Income and Expenditure (ONS)
Eurostat

Summary of feedback
Overall the feedback received from users rated the surveys as relevant,
accurate and timely. Nearly all users found the data available easy to access
and were happy with the format of the information that they access.

Requests from users received included:
Complete range of industries made available for SPPI
PPIs to be annually chainlinked
SPPI to become a National Statistic as soon as possible
SPPI to be made available monthly rather than quarterly

